The subprime mortgage crisis and subsequent financial tsunami have raised considerable concerns about financial risk management and evaluation. This is nowhere more apparent than in new economic firms (NEFs) with large economic targets and heavy R&D expenses, such as firms in the electronics industries. With its potential for extreme growth and superior profitability, the electronic industries in Taiwan have been in the financial stock market spotlight. Recently, the relevance vector machine (RVM) was reported to have considerably less computation complexity than support vector machines (SVM) models, since it uses fewer kernel functions. Another emerging technique is rough set theory (RST), which derives rules from data. Based on the corporation life cycle theory (CLC), this study developed a relevance vector machine with rough set theory (RVMRS) to predict the status of a corporation in the decline stage. To demonstrate the performance of the designed RVMRS model, the study used electronic industries data from the Taiwan Economic Journal data bank, Taiwan Security Exchange, and Securities and Futures Institute in Taiwan. Experimental results revealed that the presented RVMRS model can predict the decline stage in a firm's life cycle with satisfactory accuracy, and generate rules for investors, managers, bankers and regulators that enable them to make suitable judgments. In addition, this study proved that the transparency and information disclosure index (TDI) is crucial to predicting the financial decline of corporations.
